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On May 18, Chile's Anti-Monopoly Commission decided to prohibit US air carriers United Airlines
and American Airlines from implementing plans to double their direct flights between the US
and Chile. The decision aimed at protecting Chile's three national airlines Lan Chile, LADECO,
and Fast Air from "unfair competition" provoked a formal protest by the US government against
Chilean protectionism. In April, United and American announced a major expansion of services.
American planned to increase its seven weekly Miami-Santiago-Miami flights to 14 by June, and
United decided to offer service with Boeing 747's, which would expand seat capacity by 23%, or 47
seats per flight. United also said it would begin offering daily Miami-Santiago flights by October
(see Chronicles 04/29/93 and 05/20/93). The announcements generated a wave of protest by the three
domestic airline companies, which appealed to the Anti- Monopoly Commission to prohibit the
expansion plans on the basis of unfair competition that could force local carriers out of the market.
Independent studies by private consulting firms in mid-May concluded that if the plans went into
effect, LADECO would lose about US$6 million per year, and Lan Chile about US$8 million. The
latter only reported between US$1 million and US$2 million in total annual profits in 1991 and
1992. On May 25, US Ambassador Curtis Kamann delivered a formal protest note to Chile's deputy
secretary of foreign relations, Rodrigo Diaz Albomico. The US State Department argues that Chile's
open skies policy permits airlines to increase their flight frequencies as they see fit, converting the
Anti- Monopoly Commission's ruling into a "protectionist" measure that threatens the principles of
free trade. United and American will appeal to Chile's Supreme Court in early June to overturn the
ruling. In addition, aeronautics authorities from both countries will meet in Washington in late May
to discuss the affair. At the Washington meeting, representatives from Lan Chile and LADECO will
argue that the expansion plans constitute a form of "dumping" by US air carriers. [Sources: Agence
France-Presse, 05/12/93; El Mercurio, La Epoca (Chile), 05/19/93; Spanish news service EFE, 05/19/93,
05/25/93]
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